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Dear Applicnnt;

W

Your application for exewpticn from fedoral income tax as-an orssniza::lon
dascribed in Section 501(c)(3) of .thae Internal ‘Reventa codn hu been given
consideration. - .
Tl e avidonca praesanted disclonad that, you were 1ueorpcnraced on ) - )
under the I Monprofit Corporation Act... Article MMl states that the coxr— o

.Poration is crgenized pursuyant to Section 501 (c) (3) of the Code and that 1t -
. 13 organized and .operated exclnaively for raligtous,’ charitable, scimti‘ic,

testing foxr public safety, iiterary, or cducational puu‘poueo.

Your activltiaa consist of conducting bingo sames.on !’r:lday. ‘Saturday and
Sunday evenings. [ is tha incorporator ‘and wole officer and .
director of the oxganivation. The organization'is. uuh-lenuinp tha facili:y
lgcated at —. from .

1o operating a anack shop in the, binqo hall, 'Iho'nnack ahop is
only open when the bingo gamea are in session, —- statas that ghe '
owns the snack ahop and that this is tha way, she earms her :hwona. n:lncn ..
the Hlll state bingo law prohibits the. payment of.salaries.’- Shc +Days t:he e
organization $MMl per wonth for the use of tha space. and tha, organizdtion e
pays for all tha utilities and insirance on thei'buildjog.-. For the| ‘firat - EREAEE A
two accounting years, the organization pto1ecte gxoss income of 8
from their bingo opeuum wibh SHIN boing dis:ribu.tad co charity. o
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Section 501(a) of the Internal Revatnie Codc of 1954 pmw‘des for -the " .
exemption of cartain organ:l:at'ona dcucribed 4in su‘nsection 503 (e).
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(3) Coxporations, and any commmity chest, fun&. or !oundation.
organized and operated exclusi{vely foxr religious,. cb,pritublc, L ., "
scientific, testing for publlc safety, literary, or educational-, LS
purposes, or to fostar national or internationdl amateur sports I ' .
competition (but only 1f no part of its activities involve the. ik ) >
provigion of athletic facilicies or equipmm ) nr\for t:he ‘pre= .. - '
vention of cruelty to children or anfw)ls, nn part ‘of tha net :
earnings of which ioures to the benaflit of any private share-: ..  ° .
holder or individual, no substaﬂtia" part of tha; ‘activities.of ,- Ry
which is carrying on propazanda,. or otheMae attempting “to v
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influance lagislation (excapt as ot.hemine provided in
subsection (h)), and which does not participata in, or 1n:orvene
in (including the publishing or. distributing ‘of statewments), any
political campaign on-behalf of any candidate for public o!ﬂ.ce.

[}

Section 1,501(c)(3)~1 of the Income Tax Regulations velates.to tha
definition of the organization and operation of organizations daacribed
in Saction 501 (c) (3). It reads, in part. as follomu . B

-
S

An organizntion will be regarded a8 "operated e::cius:tvely
for ons or more excmpt purpomes only if it angages primarily .
in activities which accouplish one or mora of such exeypt

purpoges specified in Sectioa 501(c)(3). "An organ:lution : Sl
will not be 8o regarded 1f more than au insubstanticl . ) - -
rart of ita ac::lvit:i.ea ia not in furtherancc af an cxaupt . b ” -
PUrpose. ' . . S ) . L :. A
Section 1. 501(c) (3)-1 of the Income Tax Regulations prwi lea, in parl:. S

that in order to be ezewpt aa an arganization described in Section 301 (c)(3)
of the Code, an organiration rust be both orgznized dnd ‘opasrated exclu-
sively for one or more of the purposes specifiad-in such uection. It -furthex ~
provides that an organization is not organized or operated excluaivaly for
one or more exempt purposss unless it sarves a public' rache- than a pr:.vatc
interocat. :

In Help the Children, Inc. Ve Eaaioner, 28 1C 1128 (1957), the Court .

danied exanption to an organization whose principal mccivl.ty was the prof- -
itable operation of bingo games on'a business or commercial buh. Purding .
the two yearas of operation, only 1% of the orgnni:a:ion'n mss reeeiptl -t
ware distributed for charity. PO C e ; -
Internal Ravenue Code Section 513 dct’ines "untolatod trade or bua:lnena"

88, "...any trade or business the conduct -of which 1is not aublt:antidly
related (asida from the need of such organization’ for income cr fundes

or the uge it makaes of the ptofica detived) to the'.atercise or perfor-

mance by such organization of itd charitable, educarionsl, or other
purpose or function conntituc:lng the basis for ien umptim under

Section 501-.. LT Y. n, ‘. S -‘".':.;_' Lt

Iuternal Revenue Code Section 513(£), added by Public Law és—s‘éé. sxcapts . ¢ .

bingo zames from the definition of unrelated trade or buaineas. nowevor,

llouse Report 95-1A08, (1978-51 IRB 23) on Publ!.c Lav 95—502 pmv.ldn, in "’

part? i, - " .
Although the L1l provides :h..t. ‘for political otganimationg . g
and most tax-exempt organizationg, the procesds of certain

binpgo pames are not genevally: oubjec: to federal incoms taxa- Y . Wt

tion, the committee does not intond t:hnl: eha cntryins on of RV
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bingo gemas should be. treated ss an exempt function of a

pout:lcal organization or: tax-exempt organization’ axcept to "

the ‘extent it would ba considerad an: exenpt tmction .mder

present law. Algo, the committes does not intend to rovise

those rulas of prasent law which indicate .that 1if conducting .

bingo is a primary activity of an organization, ;he orgmi-' :
zation may not quali.fy ﬂor tax-exampt:ion... . )

The T Code SQctiou — states, "No peraon receives ot hu any’
fixed or contingent right to viceiza, diractly or 1nd1reet1y. any profit,:
remumeration, or ‘compensstion from or related :q a gena of’ nkﬂ.l. gane of

chance or raffle, except any amomn® which the person- may win-as a pnrt::loi-'

pant on the same basis as the gther pzcticipamts. A perlom conducting ‘a
gama oy raffle shall not be a part:icipant in the game or, utfla "

. Ravenue Rule 730 I,A.C. Section 94.3 (luchatds to Ha].voraon. suta .

Ropreaentativa, 12/19780) #80~12-21 ctacss, "ﬂagen or sdlarieaare ‘not

legitimate oxpensa deduction.”

Section 513(f) (2)(5) and (C) of the Intomal navanuo cbda holds tha: the
term "bingo game™ means any game of bingo the conducting of which ‘18’ not-.

an activity ordinarily caxried out on a commercial basis and t:ha conduct:- -. _‘

ing of which does not v.lolnte ‘any State or loecal law. .

Your sole aetivity 18 the omtntion of a bingo parlor with :he amtad
intention of turning over any excess funds to.charity. A11 of your
support will be received as a result of the bingo activity and, gub~
gtantially all of your disburseménts will be.for prizas and opancing ,
expenses. Oniy 14Z of your total :unds will be d:l.stribuead to charitics.
Such ninimal duburaments cannot: ba v:lewad as comumsunte 1n nqope v!.th
your f£insncisl resources. ;
In addition, it appeara that the orgauiza:ion is opcm:ad for t.he- pr:lvnt:a.
benefit of NN, inzsmuch as the gnack shop's incoma is totallyl
dépendent upon the operation of the Mngo hall., . ,‘ ‘
‘I'herefora. we have concluded that you do not qualify as m orsaniution
deseribad in Smt:ion 501(c)(3) of the Code. L S

You are required to file fedaral: 1ncm tax returns mmuany on Fom 1120.

If you do not agree wirh Lhesa concluoionl, you may, wit:hin 30 dnya
from the date of this propused adverse determination laetter, appeal ...
to the Regional 0ffice through this Xey District Office. Your appeal
should contain the informazion deseribad under -Regional Office ‘Appeal
in the enclosed Fublication 892. and should be mailed to this" office.
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2 . - The Regional Offtce will let you know vhat action c‘nay uka. and will.
: set a data and place for any conference ta be held, 'If a wri.l:ten pro~ .
test 1smot received within the dbova tim pariod this dc:ominnt:l.an )
. lotter will be finals e oA AT -
Section 7428(b) (2) of the In:eml Rsvaxue Code prwidcs. 1n paﬂ:. thac:
- . e ) :
RPN - A declaratory. judgamqnt or decrea undar this- saction shall ’_'" ¢
2t not ba issued in any proceeding unless the Tax Court, .the
Court .of Claims, or the district court of the United Statas’
) for the District of Columbia determines that tha orgsuiut:!on .
S involved has exzhaugted ndnin:l-cr.ntive xeuediu' avulqblq ‘€0, W
1c within the Internal Rsvenue Service. _ " S A Wiy ‘
If you do not protest this propoud dctetn:lnntionrin axtimely nmner. f.t. e
o will be considerad by the Internal, Ravanue SQMcn uan lail.ure to cxhlunb .
el available admintatrdtive rmdiu. Y . : ‘_,, . e T e L
' Tnis s a deternination lacter. - " o . "
:u . ) ' .
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